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ABSTRACT 



In 1996 the Chancellor introduced Performance Driven 
Budgeting (PDB) to the New York City schools. PDB is a form of decentralized 
budgetary decision making intended to provide local educators with increased 
control and flexibility over the use of resources. The plan established a 
framework of goals and principles, outlined a phased- in implementation, and 
called for outside funding for an evaluation. This first year evaluation, 
from the inception of PDB in September 1996 through August 1998, focuses on 
how and to what extent the conditions necessary for the successful 
implementation of PDB are being created in the districts and the central 
office. The second and third annual reports will assess the level and 
effectiveness of schools' implementation of PDB. The critical feature of PDB, 
linking budgeting to improvement in instruction and student performance, 
distinguishes the approach from other school-based budgeting approaches being 
implemented in the United States. In this first year, surveys were completed 
by 87 planning team members from PDB elementary schools and 16 team members 
from non -PDB schools and 44 team members from PDB high schools. Significant 
changes were apparent at the central level, with purposive activity 
attempting to link and integrate many traditionally fragmented operations and 
functions apparent centrally and in the schools. Strong leadership and a 
sustained focus will be needed to implement changes at the school level as 
the program progresses. Six appendixes describe current and proposed 
policies, give details of planning team interviews, and explain how to use 
the PDB Web Conference Center. (Contains 3 charts, 31 tables, and 4 figures.) 
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EXECUTIVE SUMMARY 

In October 1995, Chancellor Rudolph Crew articulated his vision of a “performance- 
driven” school system, which “focuses its energies on the sole goal of improving 
performance in teaching and learning.” 1 . In Chancellor Crew’s definition, a 
performance driven system: 

• defines clear standards for student learning; 

• identifies educational strategies for all students to meet these standards; 

• aligns all resources, policies and practices to carry out these strategies; 

• tracks results; and 

• uses the data to drive continuous improvement and holds the entire system 
accountable for student performance. 

In September, 1996, Chancellor Crew introduced Performance Driven Budgeting 
(PDB), a form of decentralized budgetary decision-making intended to “provide local 
educators with increased control and flexibility over the use of resources so that they 
could engage in more creative program development, more effective problem solving, 
and more efficient use of resources to improve student performance.” 2 His plan 
established a framework of goals and principles; outlined a three- to five-year phased- 
in implementation process beginning with the selection of Phase I pilot districts; and 
called for obtaining outside funding for an evaluation to “help us to understand 
whether or not we are on the right track.” 

One year later, in September, 1997, New York University was selected to provide a 
collaborative, multi-level three-year evaluation with three components: an 
implementation and impact assessment, a technical assistance component, and a 
reporting component. The NYU evaluation design posed three questions: 

• What is PDB? 

• What would PDB look like if it were operating successfully? 

• What changes in the school system’s policies and practices are needed for 
successful implementation? 



1 Letter to superintendents dated 8/23/98 

2 An Invitation to Partnership in the Design and Implementation of Performance Driven 
Budgeting, p. 1. 
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Through interviews, observations and the collection of documents at the school, 
district and Central levels, the NYU evaluation is designed to elicit and analyze 
participants’ perceptions of and roles in PDB implementation. Surveys of PDB 
participants yielded preliminary responses of frontline practitioners and parents that 
helped establish baseline school-based budgeting and school-based management 
practices. Ultimately, the three years of surveys and other school level research 
activities will provide the data to understand the extent and effects of the changes 
that PDB has introduced. 

This first year analysis, from the inception of PDB in September, 1996 through 
August, 1998, focuses on how and to what extent the conditions necessary for the 
successful implementation of PDB are being created in the districts and at Centred. 
The second and third annual reports will assess the level and effectiveness of schools’ 
implementation of PDB. 

The Challenge of Performance Driven Budgeting 

PDB’s critical feature — linking budgeting to improvement in instruction and student 
performance — distinguishes Performance Driven Budgeting from other school-based 
budgeting initiatives being implemented in school systems throughout the country. 
Often school-based budgeting is largely — and in some cases exclusively — a 
management or governance innovation that places responsibility for school budgets at 
the school site, but makes no explicit linkage between budgeting and instructional 
planning for improvement in student performance. 

In December, 1996, shortly after Chancellor Crew introduced the PDB initiative, the 
New York State Legislature enacted a school governance law that mandated the 
creation of school planning teams and school-based budgeting in every New York City 
public school. The new law also shifted substantial authority away from co mmuni ty 
school boards to the Chancellor, to the superintendents and to some extent, to the 
schools themselves. For the first time, principals would be accountable to 
superintendents who would be accountable to the Chancellor. 

The changes set in motion by the PDB i ni tiative and by the school governance law 
challenge how schools, districts and the central system have traditionally functioned. 
For a performance-driven system to work, the central administration has to cede 
control over resource allocation decisions to districts and schools and reinvent itself as 
an internal service organization. Districts have to cede considerable control over 
budgeting, staffing and instructional organization to schools, while developing an 
effective role for themselves as creators, facilitators, trainers and supporters of school- 
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based pl an ning and budgeting. Finally, in exchange for being held accountable for 
their students’ performance, schools must accept the multiple challenges of managing 
themselves, while embracing and carrying out their new powers. 

Evolution of the PDB Implementation Process 

In February, 1997, six community school districts (Districts 2, 9, 13, 19, 20, and 22), 
the Brooklyn and Queens high school superintendencies, as well as the International 
High School network in the Alternative High School superintendency, were selected to 
initiate Phase I of PDB. In the spring of 1998, twelve community school districts 
(Districts 3, 7, 8, 10, 11, 15, 17, 23, 24, 27, 28 and 29), the Division of High Schools and 
District 75 joined the PDB Initiative as Phase II districts. 

From January through March, 1997, each Phase I district worked with Central office 
staff on a “design team” which was to develop and implement the PDB model for that 
district. Central’s expectation was that “variation among these [district] models 
would enable more opportunities for the development of innovative strategies and 
teach us more about the kinds of approaches that are likely to be successful.” 3 Central 
also assumed that system-wide implementation, by 1999-2000, would be driven by, 
and based on, the successes of one or more of the models developed by the Phase I 
districts. In March, 1997, Deputy Chancellor Spence announced the allocation of 
$40,000 to each Phase I district to support district and school planning activities. 

Field-based and Central staff met to identify systemic policy and coordination issues 
that needed to be articulated and resolved if PDB was to succeed: The resulting 
working groups, whose members were drawn from the school, district and central 
levels, set out to develop recommendations in the five areas that Phase I participants 
had identified for immediate attention: earlier allocations to schools; developing an 
RFP for the evaluation of PDB; personnel hiring and flexibility issues; school-based 
budgeting and expenditure issues; and developing strategies to change city, state and 
federal regulations and laws that impeded effective implementation of PDB. 

From March through June 1997, Deputy Chancellor Spence’s office focused its efforts 
on the first two areas: earlier allocations and developing an evaluation of the 
initiative. But in March, 1998, Mr. Spence announced a major change in the PDB 
implementation strategy. “While many of the [Phase I] superintendencies made 
strides in linking instructional goals and resources in participating schools, we have 
been less successful over the past year in removing the Central institutional and 



3 Ibid. 
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regulatory barriers to local discretion.” 4 He announced a new field-based decentralized 
approach “predicated on the notion that the first response point in the system to 
school-based issues is at the district level.” This field-based approach is based on a 
three-tiered effort. 

Tier I consists of a Core Group of Directors of Operations from the six Phase I 
community school districts and Directors of Operations from two Phase II districts 
(Districts 10 and 27), whose task is to develop and implement a field-based, system- 
wide approach to PDB, and to provide peer-to-peer professional development, support 
and technical assistance. 

Tier II consists of senior Central administrators who serve as advocates on behalf of 
Phase I and II districts, defining key field-based implementation issues and 
attempting to resolve them by changing Central system operating modes. 

Tier III, consisting of the Central executive staff reporting to the Deputy Chancellor, 
defines and attempts to resolve systemic issues that resist resolution at the first two 
tiers. 

Beverly Donohue, the school system’s Chief Financial Officer, became responsible for 
coordinating Central- and district-based PDB activities. Liz Gewirtzman, Director of 
Operations in Community School District 2, became the Core Group Leader and PDB 
Project Director. The following timeline is for the implementation of both school 



leadership teams (SLT) and PDB. 

Table 1.1: Implementation Timeline 



Date 


Steps Toward Implementation 


1998-99 


Districts and schools develop organizational structures for SLT’s. 


Nov 98 


School Leadership Team (SLT) plan is put in place. 


Jan 99 


Regulations instituting school-based budgeting are promulgated. 


Winter 99 


Community school districts receive training on the Galaxy system. 


Spring 99 


All community school districts input 99-00 budgets into the new computerized 
system (Galaxy), with many schools creating their own budgets. 


1999-00 


All schools will have functioning SLT’s, that will develop Comprehensive 
Educational Plans; many also develop their budgets. 


1999-00 


High schools and District 75 input 00-01 budgets into Galaxy. 


2000-01 


SLTs in all schools create their own budgets. 



4 3/2/98 Memorandum to superintendents from Deputy Chancellor Spence 
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Policies and Practices that have To change for PDB to Succeed 

The NYU evaluation began by analyzing the necessary changes in policies and 
practices implied in PDB’s goals: what had to change for PDB implementation to 
succeed? Evaluators asked that question of practitioners at all levels of the school 
system involved in PDB, and grouped their responses into the following categories: 

1. Moving authority for budgeting, spending, personnel decisions and instructional 
planning to the school level; 

2. Restructuring resource allocation policies and practices to support school level 
instructional planning and budgeting; 

3. Providing data in understandable form to support school level instructional 
planning and budgeting; 

4. Providing training and resources to support school teams’ work; 

5. Creating less hierarchical decision-making relationships and structures at all 
levels; 

6. Est ablishing clear responsibility for accountability and effective public reporting 
mechanisms; and 

7. Developing a culture supportive of school decision-making and continuous school 
improvement. 

Changes in Policies and Practices at the System Level 

Summarized below are the PDB-related changes that took place between Summer ’96 
and Summer ’98, from the perspectives of the central organization, the community 
school districts and the high school superintendencies. Many of the changes at 
Central were set in motion by the Chancellor’s original push for a performance-driven 
system. 

Among the major innovations by Central were: reorganizing fiscal operations under a 
Chief Financial Officer; reorganizing and reconceptualizing the Budget Office; 
reorg anizing and improving the budget request process; developing a computerized 
budgeting tool, Galaxy 2000, designed around a school table of organization; creating 
School-Based Budget (and Expenditure) Reports for the entire school system; 
providing much earlier allocations to schools; allowing districts to roll over tax-levy 
funds; and stre amlining purchasing procedures and other school-support operations. 

Additionally, Deputy Chancellor Spence’s office developed a School Leadership Team 
(SLT) plan and assigned to these school-based teams two critical core functions: 
developing the school’s Comprehensive Educational Plan as each school’s basic 
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instructional planning tool; and developing the school’s budget to support its 
instructional strategies. 

Dining the same period, the Office of the Deputy Chancellor for Instruction developed 
instructional tools to help schools and the SLTs do their instructional planning: 
ECLAS, the Early Childhood Literacy Assessment System; student performance data 
in increasingly disaggregated formats; PASS — a school-level performance evaluation 
instrument to help schools assess the quality of their education practice; and the 
Comprehensive Educational Plan (CEP) and analogous District Comprehensive 
Educational Plan (DGEP), the linchpins of Central’s school improvement process. The 
CEP and DCEP are also key elements of a new performance-driven accountability 
system that, in evaluating superintendents and principals, looks at data as evidence of 
educational effectiveness rather than at compliance and procedural issues. 

Changes in Poucies and Practices in the Pilot Community School 
Districts 

Central’s initial strategy for implementation of PDB was to select, as pilots, those 
community school districts that had already substantially developed school-based 
budgeting and/or school-based planning. PDB was designed to encourage these pilot 
districts to continue their development, so that a number of citywide models for PDB 
implementation would be generated by their strategies. The pilot districts’ 
implementation strategies took the variety of forms that Central had hoped for; all 
built on their prior budgeting and planning experiences. Essentially, PDB accelerated 
the evolution of each district’s particular approach to decentralized budge ting and 
school-based instructional pl anning . 

Among the different district implementations, we identified two highly developed 
models of performance driven budgeting in the work of District 2 and District 22. 

Each developed its own approach to budgeting for instructional improvement — an 
mstructionally focused, principal-driven pl annin g process in District 2; and a highly 
collaborative, broadly participatory planning process in District 22. Although then- 
models differ, both districts share numerous characteristics of effectiveness, and both 
are building PDB on their base of prior successful practice: 

Both district superintendents had been long-term chief executive officers who were 
quite successful in improving student performance: 

• Both districts currently have few, if any, schools that can be characterized as 
failing. 
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• Both districts send a clear message to the school co mmuni ty that 
continuously improving student performance - especially in literacy - is 
expected of all school leaders and staff. 

• Both provide extensive support and training to buttress their high 
expectations. 

• Collaboration, communication, trust and respect - attributes each district 
defines as key to success — characterize the reciprocal relationships between 
schools and districts. 

Over a five to seven year period, District 2 and District 22 gradually instituted school- 
based budgeting in all their schools. The two districts made their budgets more 
transparent by publishing their school allocations and articulating the underlying 
formulas. Schools in both districts now enjoy considerable flexibility in how they 
budget their funds, with support from their districts in understanding good budgeting 
practices. Parents and staff appear to be very satisfied with the direction of their 
district and its schools. 

Because the community school districts that volunteered for Phase I of PDB had 
several years of experience honing their budgeting and instructional practices, the 
evaluation expected to find corresponding differences in practices and policies among 
districts with different levels of experience in school-based budgeting prior to the 
introduction of PDB. The evaluation also sought to explore whether some of the 
differences between the PDB and non-PDB districts might also be a result of PDB 
implementation this past year. 

Surveys were sent to planning team members in 23 pilot elementary and middle 
schools in four of the Phase I pilot PDB districts (Districts 2, 13, 19, and 22) and to 
planning team members in four schools in two non-PDB districts. The survey asked 
school planning team members about their experiences with school instructional 
planning and budgeting before and after the introduction of PDB. In all, 87 team 
members from the PDB schools returned surveys (63%), as did sixteen team members 
from the four non-PDB schools (57%). 

In almost all of the seven categories hypothesized as being necessary for successful 
PDB implementation, survey results show higher percentages of positive response 
from survey participants in Phase I PDB schools, compared to respondents from non- 
PDB schools. Though survey evidence should always be treated as provisional and 
suggestive only — and our findings should be treated very much as initial indications 
because of the relatively low number of participants — the survey results point to the 
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possibility that, after barely a year, Phase I districts implementing PDB are moving to 
provide effective school level instructional planning and budgeting. 

Changes in Poucies and Practices in the Pilot PDB High School 
Superintendencies 

A total of thirteen high schools participated in Phase I of PDB implementation. In the 
winter and spring of 1997, the Brooklyn and Queens superintendencies collaborated 
with each other and with Central to plan for PDB implementation and to identify 
impediments to successful PDB implementation. They identified six major areas of 
concern: 

• late allocations which cause schools to experience difficult fall openings; 

• late hiring which makes it difficult to hire highly qualified staff and have the 
time needed for adequate orientation and mentoring; 

• lack of flexibility in staffing; 

• lack of an annualized budget to support annualized instructional planning; 

• lack of flexibility in policies, regulations and practices governing merging of 
funding sources; and 

• lack of flexibility in spending policies and procedures. 

During the first year of PDB implementation, the Brooklyn and Queens 
superintendencies provided considerable support for PDB implementation. In their 
pilot high schools, school teams were formed or re-formed and brought into conformity 
with the state's 100.11 regulation on school planning teams. The teams were reported 
to have worked collaboratively to prepare budget requests, to budget a mid-winter 
surplus allocation, to help determine school priorities, and to work on the CEP and 
budget processes for 1998-99. 

There were two major changes for PDB pilot high schools in 1997-98: a partial early 
tax levy allocation and an annualized budget.. Under the direction of Dr. Margaret 
Harrington, who became Chief Executive for the Division of School Programs and 
Support Services in June, 1997, a range of reform initiatives were also introduced for 
all high schools citywide. 

Dr. Harrington told the evaluators, “If schools have enough resources, and they get 
them early enough for planning and careful assignment of staff, they’d have a better 
program and therefore better outcomes for students. Schools and superintendents 
need to be accountable for those outcomes. To feel accountable, they need to get their 
budgets early, make key decisions, select staff and plan their programs. 
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Superintendents who make resource decisions need to be able to look at the whole 
school before allocating additional resources. PDB will change the relationship 
between superintendents and schools and, therefore, what schools can do for 
students.” 

Surveys were sent to pl anning team members in the thirteen pilot high schools. In 
all, 44 team members returned surveys. The survey asked about team members’ 
experiences with school instructional planning and budgeting before and after the 
introduction of PDB. In almost all seven categories hypothesized as being necessary 
for effective PDB implementation, survey results suggest that PDB high school team 
members are less involved in school level planning and budgeting than are team 
members from the PDB community school districts. Our results point to the 
possibility that implementation of PDB in the high schools has only begun to move in 
the direction of collaborative budgeting for instructional improvement. 

Conclusion 

Si gnifi cant changes set in motion by the Central adminstration of the New York City 
Board of Education to implement a performance driven system in both the 
instructional and operational realms seem to reflect an encompassing vision of: (1) 
what schools require to make effective instructional decisions and configure their 
budgets to support those decisions and (2) the critical Central-level administrative 
and operational structures that must be transformed if schools are to make effective 
instructional and budgetary decisions. 

The changes Central has set in motion suggest a major shift, from traditional forms of 
hierarchically mandated allocations, procedures and operations to a much more user- 
friendly support and provision system. This perception of a significant change in how 
Central has historically functioned may be overly optimistic; there are clearly 
individuals and offices at Central laboring to comply with new directions they may not 
fully understand. Nor does this apparent shift, at least at this stage, seem 
irreversible; a loss of momentum, new policy directions, or obdurate resistance might 
well contribute to a reassertion of command and control modes of budgeting operation; 

Nevertheless, quite purposive activity is currently attempting to link and integrate 
many traditionally separated and fragmented operations and functions. If such 
integrating activity accelerates, it may prove possible to realign Central as a support 
structure for school-based instructional planning and budgeting. 
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Concerns 

As the PDB initiative moves forward, challenges have emerged at all three levels of 

the system. 

1. The centrality of planning as the mode of school improvement, and the 
relationship of planning to the kinds of capacity building that many poorly 
performing schools require, may be over-emphasized in this initiative. The 
CEP/DCEP system depends on school capacity to plan effectively for instructional 
improvement; the Board needs to concentrate efforts to ensure that poorly 
performing schools and districts have the capacity to support effective 
instructional planning processes. 

2. The extent of alignment of the City’s assessments with the New Standards content 
and performance standards is critical to effective school-based instructional 
planning. How closely will the new city assessments be aligned? The totality of 
the city and state assessments that New York City students take must reinforce a 
clear focus on the New Standards. 

3. With systemwide high school reform efforts under way, it is unclear what the 
implications of systemwide high school reform efforts hold for PDB 
implementation in the high schools. 

4. How far below top command levels does Central’s commitment extend to its new 
role as a support structure to field-driven and school-based reform? Although 
there is some task force activity on staffing issues within the Division of Human 
Resources, school -level ability to hire and assign staff doesn’t appear to have been 
appreciably improved. Although the original PDB design acknowledged school- 
based hiring as a critical ingredient of effective school-based instructional 
planning, progress on this issue seems slow. 

Another example of a lag on a critical variable has been the delay in allowing 
schools to merge separate funding streams in pursuit of more effective 
instructional planning. The request to create additional flexibility with the 
PGEN allocation, perhaps through waivers from SED, has been repeatedly 
advanced by several districts. Yet progress seems slow on both this specific 
example, as well as on the overarching need to merge separate funding streams 
for more effective school budgeting. 

5. Now that the Chancellor’s school leadership team policy has established the dual 
responsibilities of the teams, training to help them successfully fulfill their 
responsibilities becomes a crucial requirement for PDB effectiveness. Three kinds 
of training seem necessary: 1) tr ainin g on what teams need to know to help them 
function effectively; 2) training on how to do instructional planning; and 3) 
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training on budgeting and finance issues. How will such training be 
conceptualized, organized, and funded? 

6. The effectiveness of any accountability system depends on the delivery of useful 
data to districts and schools. For PDB, “data” means school-level outcome data 
explicating student achievement, delivered in a timely fashion, and differentiated 
by relevant quartile or other segment, demographic category, special education 
status and grade and classroom. We are not sure that such relevant data are being 
provided to schools in user-friendly formats. 

7. The initial PDB design invested in the development of multiple district models, 
rather than op ting for a traditional, centrally mandated, uniform implementation. 
This design choice seems to have paid off: all the Phase I districts, to some extent, 
seem to be integrating their PDB implementation into their developing modes of 
school-based instructional pl anning and budgeting. In two districts, Phase I efforts 
have reinforced strong, integrated models. Our concerns center on the subsequent 
phases of PDB development. 

The CEP must become the engine for driving effective school-level instructional 
planning, comparable to the function that the Galaxy budgeting system plays as 
the engine driving school-based budgeting. By 2000-2001, for example, all school 
teams must develop their CEPs and configure their budgets. Therefore, all 
districts, as well as supporting Central divisions and offices, must provide what 
schools need to build their capacity to do effective instructional planning and 
budgeting. Currently District 2 and District 22, of the Phase I pilot districts, 
seem to have the district-level capacity to help their schools become effective 
planners and budgeters by the 2000-2001 deadline. But a somewhat less intense 
pace of development exists in the other four pilot districts; and the Phase II and 
Phase III districts, by design and definition, are likely to be even less evolved. 

What will increase the pace of development in the non-pilot districts, and 
strengthen the efforts to build the capacity of school-level planning teams? 
Clearly, the successful application of both the Galaxy budgeting and CEP 
planning systems would make a major contribution to effective instructional 
planning. 

Earlier we questioned whether school-based capacity to plan will be successfully 
developed, particularly in low-performing schools that presumably do not have 
such capacity. We are also concerned with how districts learn to develop, and 
build, their capacity to help schools learn how to plan instructionally and to 
budget. Districts have not traditionally concentrated on learning how to help 
schools improve; district administrations have either assumed that the 
knowledge they need is already resident in their staffs, or else they have 
assumed that they could purchase the relevant expertise through consultant 
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arrangements. In many districts, the results of both assumptions have not 
brought about gains in student performance. 

A specific example of this concern: Because the CEP is both the evidence, and the 
product, of school-level planning capacity, the CEP must be assessed by the 
district, in terms of its likely effect on improving the school’s student outcomes. 
Yet many districts have not developed the expertise to assess the effectiveness of 
school-based planning documents, as opposed to screening those documents for 
compliance with Central, state and federal rules and procedures. 

8. Earlier we stressed the need for the provision of effective training for the school 
leadership team. Because the initial level of training must come from the district, 
districts need to build their own capacity to provide the tr aining and support that 
effective school teams require. Moreover, provision of effective training clearly 
requires considerable time investment. Districts, and Central, must change the 
definition of the school day and provide the contractual relief necessary to insure 
that school teams get the necessary time to carry out their planning and budgeting 
responsibilities. 

9. The evidence from our first year's study indicates that the New York City school 
system's performance driven budgeting initiative has made a substantial effort to 
begin to transform a traditional command-driven bureaucracy into a flexible, 
response-driven, user-friendly support system that locates decision-making 
authority and responsibility for continually improving teaching and learning at 
the school level. But because PDB is still in its early stages, Central must 
maintain a single-minded, sustained focus, combined with an intense commitment 
to the change strategy, and a refusal to be deterred by predictable but da unting 
obstacles. Only consistently strong leadership at the heart of PDB, from both 
Central and the districts, can drive it forward and overcome the centripetal forces 
of inertia and reaction that have successfully destroyed most previous efforts to 
reform the New York City schools. 
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Introduction 

Shortly after his arrival in New York City in October 1995, Chancellor Rudolph 
Crew articulated his vision of a “performance-driven” school system. For Chancellor 
Crew a performance-driven system: 

• defines clear standards for student learning; 

• identifies educational strategies for all students to meet these standards; 

• aligns all resources, policies and practices to carry out these strategies; 

• tracks results; and 

• uses the data to drive continuous improvement and holds the entire system 
accountable for student performance. 

To support his vision, the Chancellor developed goals and objectives that have 
framed the systemic reforms he has introduced over the past three years. 

In 1996, Chancellor Crew introduced Performance Driven Budgeting (PDB), a form 
of decentralized budgetary decision-making intended to “provide local educators 
with increased control and flexibility over the use of resources so that they could 
engage in more creative program development, more effective problem solving, and 
more efficient use of resources to improve student performance.” 1 

In May, 1996, ten members of the New York educational community attended a 
school-based budgeting conference sponsored by the Cross City Campaign for Urban 
School Reform, a national school reform organization. The New York City 
representatives included administrators from the Central Board of Education, 
representatives of the co mmuni ty school districts and high schools, education 
researchers, school reformers, and officials of the United Federation of Teachers. The 
conference was held in Edmonton, Alberta, a city with a seventeen-year history of 
implementing school-based budgeting. Presented with the example of a decentralized 
school system that seemed to be working for its students, parents, teachers and 
administrators, the New Yorkers formed an ad hoc lobbying group, the “Edmonton 
Ten,” committed to developing school-based budgeting in the city’s school system. The 
Edmonton Ten, which included members of Central’s senior staff, formed the core of 



1 An Invitation to Partnership in the Design and Implementation of Performance Driven 
Budgeting, p.l 
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the PDB planning team which met throughout the summer of 1996 to hammer out the 
details of the Chancellor’s Performance Driven Budgeting initiative. 

A key recommendation of the PDB planning team was to establish a framework of 
goals and principles to “help us overcome the frustration and suspicion that exists 
between Central, districts and schools, and to reduce the conglomeration of rules and 
regulations which mandate how resources are used.” 2 

Other recommendations of the PDB planning team were to: establish a multi-step 
process for selecting two or three community school districts and one high school 
superintendency to participate in Phase I; create a design team for each participating 
district; establish an overall project advisory committee; and obtain funding for a 
comprehensive evaluation to “help us to understand whether or not we are on the 
right track.” 3 

In September, 1996, the New York City school system launched its full-fledged PDB 
initiative at Kingsborough Community College in Brooklyn. The Chancellor extended 
an “Invitation to Partnership in the Design and Implementation of Performance 
Driven Budgeting” to superintendents and a broad cross-section of the educational 
community. He outlined an implementation plan with a three- to five-year phase-in 
based on models created by the schools and districts implementing Phase I of PDB. 
The term “performance driven” was chosen, he said, because it “links this critical 
initiative to our more comprehensive and fundamental goal of constructing a 
performance driven school system in New York City, one which genuinely focuses its 
energies on the sole goal of improving performance in teaching and learning.” 4 

Central issued an RFP and, in September 1997, a group of schools and districts 
participating in Phase I of PDB selected New York University to conduct a 
comprehensive evaluation. NYU and Deputy Chancellor Spence’s office jointly 
developed an Evaluation Design, described on the following pages, that was presented 
to the PDB Phase I participants in December, 1997. 



2 An Invitation to Partnership in the Design and Implementation of Performance Driven 
Budgeting 

2 Ibid. 

4 Letter to superintendent’s dated 8/23/98 
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The NYU Study 

In response to the PDB Planning Team’s recommendation that the evaluation “help 
us to understand whether or not we are on the right track,” NYU designed a 
collaborative, interactive, multi-level study that responds to the dynamic nature of 
this innovative reform. Our evaluation contains three components: an 
implementation and impact assessment; a technical assistance component; and a 
reporting component. 

The assessment component includes: 

• An implementation assessment, documenting the approaches used by Central 
and Phase I districts and schools to move PDB from concept to reality; and 

• An impact assessment, analyzing the results of PDB implementation in 
schools and districts in seven broad areas of policy and practice changes 
which we hypothesize as necessary components of successful implementation. 
The impact assessment will also analyze the initiative’s effect on student 
outcomes, using quantitative methods. 

The techjiical assistance component includes: 

• Participation in the design of the PDB implementation, by providing ongoing 
feedback to Central about the progress of, and impediments to, the success of 
the PDB effort. 

• Development of a web site and an on-line web conference center to facilitate 
information dissemination to, as well as communication among, participating 
schools and districts. 

• Production of a paper by the Cross City Campaign for Urban School Reform , 
that discusses useful practices in other cities attempting to implement school- 
based budgeting. 

• Assistance to Central in developing the school-based budgeting regulations 
the 1996 school governance legislation called for. 

• A management training program for district Directors of Operations and 
Central senior staff - a component added at the request of Central. 

The reporting component includes: 

• an interim report to help guide development of the November 1998 school 
based budgets regulations; 

• annual reports in November 1998, January 2000, and January 2001; and 
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• reports to the larger educational community at annual conferences arranged 
by Central in November 1998, March 2000 and March 2001. 

PDB Design 

Performance Driven Budgeting differs significantly from the various forms of school- 
based budgeting that have been implemented in school districts across the co un try. In 
many districts, school-based budgeting is largely — and in some cases exclusively — a 
management or governance innovation. Such budgeting places responsibility for 
generating a school budget at the school, but makes no explicit linkage between 
developing budgets and generating instructional planning or improvement in student 
performance. PDB’s critical component — the linking of budgeting to improvement in 
instruction and student performance — is what distinguishes Performance Driven 
Budgeting from other school-based budgeting initiatives. 

The first few months of involvement with the PDB initiative gave the NYU evaluation 
team an intensive view of the development of this important and complex initiative. 
Through interviews, observations and the collection of documents at the school, 
district and Central levels, we sought to understand participants’ perceptions of and 
roles in PDB implementation. Essentially we posed three questions: 

• What is PDB? 

• What would PDB look like if it were operating successfully? 

• What changes are needed for successful implementation to take place? 

Finally, by surveying participants, we obtained preliminary responses of frontline 
practitioners and parents to help us establish baseline school-based budgeting and 
school-based management practices. Ultimately, the three years of surveys and other 
school level research activities will provide us with the data to understand the extent 
and effects of the changes that PDB has introduced. 

This first year analysis, through August 1998, focuses on how and to what extent the 
necessary conditions for the successful implementation of PDB are being created in 
the districts and at Central. In our second and third annual reports, we will assess the 
level and effectiveness of schools’ implementation of PDB. 

The following chapters describe our research design and the evolution of the PDB 
implementation process; analyze the implementation of PDB at the system level and 
in the districts and high schools; describe our technical assistance activities to date; 
and offer a provisional critique of PDB’s current implementation. 
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Chapter 1: 

Evolution of the PDB Implementation Process 

New York City has a centralized school system in which various Central offices 
make most of the key decisions about instruction, operations and finance for the 
community school districts and high school superintendencies. To be successful, any 
attempt to move toward a performance driven system must decentralize many of 
these decisions, especially in the fiscal area. 

Central’s efforts to implement decentralized fiscal decision-making is taking place in 
the context of a system where all important fiscal decisions are closely controlled by 
Central. These include: how funds are allocated to districts; when those funds are 
released; how districts schedule their allocations; how and where districts spend 
money; and how they modify their budgets. These fiscal procedures are most often 
cumbersome, time consuming and inflexible. A 1993 report of the Educational 
Priorities Panel (EPP) concluded that “although the budget choices available to the 
Central Board and the Chancellor are limited by many restrictions, the Central 
Board enjoys a much wider range of policy options than has been delegated to the 
individual community school districts.” 5 

The EPP study found that community school districts also made highly centralized 
budget decisions for their elementary and middle schools. “Superintendents and 
their staffs make the main allocation decisions for the community school districts 
within the limited range permitted.” As a consequence, schools have little discretion 
over instructional, operational and fiscal decisions. 

Until recently, there was no such thing as a school budget in the elementary and 
middle schools. Each district was responsible for all fiscal and budgetary matters for 
all of its schools 6 . By contrast, for the past two decades, the city’s high schools have 
had some school-level control over specific school allocations; however, their ability to 
align their resources with instructional plans has been very constrained. 



5 “Equity in the Funding of Public Elementary and Middle Schools in New York City,” 
Executive Summary, p.i 

6 When a 1969 state law partially decentralized the school system, community school boards 
were given broad authority to operate elementary and middle schools. In reality, though, 
Central retained tight fiscal control over its nine billion dollar budget to ensure that no 
educational resources were wasted, stolen or otherwise unaccounted for. Under the 1996 
state law, significant authority over district schools was transferred from the 32 community 
school boards to the superintendents, who now report to the Chancellor. 
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